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reasonably designed to assure and mon-
itor compliance with the recordkeeping
and reporting requirements set forth in
subchapter II of chapter 53 of title 31,
United States Code, the Bank Secrecy
Act, and the implementing regulations
promulgated thereunder by the Depart-
ment of Treasury at 31 CFR part 103.
The compliance program shall be re-
duced to writing, approved by the
board of directors, and noted in the
minutes.

(c) Contents of compliance program.
The compliance program shall, at a
minimum:

(1) Provide for a system of internal
controls to assure ongoing compliance;

(2) Provide for independent testing
for compliance to be conducted by
bank personnel or by an outside party;

(3) Designate an individual or indi-
viduals responsible for coordinating
and monitoring day-to-day compliance;
and

(4) Provide training for appropriate
personnel.

(Approved by the Office of Management and
Budget under control number 7100–0196)

[Reg. H, 52 FR 2860, Jan. 27, 1987]

§ 208.15 Agricultural loan loss amorti-
zation.

(a) Definitions. For purposes of this
section:

(1) Agricultural Bank means a bank:
(i) The deposits of which are insured

by the Federal Deposit Insurance Cor-
poration;

(ii) Which is located in an area of the
country the economy of which is de-
pendent on agriculture;

(iii) Which has total assets of
$100,000,000 or less as of the most recent
Report of Condition; and

(iv) Which has:
(A) At least 25 percent of its total

loans in qualified agricultural loans
and agriculturally-related other prop-
erty; or

(B) Less than 25 percent of its total
loans in qualified agricultural loans
and agriculturally-related other prop-
erty but which bank the Board or the
Reserve Bank in whose District the
bank is located or its primary state
regulator has recommended to the Fed-
eral Deposit Insurance Corporation for
eligibility under this part.

(2) Qualified agricultural loan means:
(i) Loans qualifying as loans to fi-

nance agricultural production and other
loans to farmers or as loans secured by
farm land for purposes of Schedule RC–
C of the FFIEC Consolidated Report of
Condition or such other comparable
schedule;

(ii) Loans secured by farm machin-
ery,

(iii) Other loans that a bank proves
to be sufficiently related to agriculture
for classification as an agricultural
loan by the Federal Reserve; and

(iv) The remaining unpaid balance of
any loans, described in paragraphs
(a)(2) (i), (ii) and (iii) of this section,
that have been charged off since Janu-
ary 1, 1984, and that qualify for deferral
under this section.

(3) Accepting Official means:
(i) The Reserve Bank in whose Dis-

trict the bank is located; or
(ii) The Director of the Division of

Banking Supervision and Regulation in
cases in which the Reserve Bank can-
not determine that the bank qualifies
under the regulation.

(4) Agriculturally-related other property
means any property, real or personal,
that the bank owned on January 1,
1983, and any such additional property
that it acquires prior to January 1,
1992, in connection with a qualified ag-
ricultural loan. For the purposes of
§§ 208.15(a)(1)(iv) and 205.15(e), the value
of such property shall include the
amount previously charged off as loss.

(b) Loss amortization and reappraisal.
(1) Provided That there is no evidence
that the loss resulted from fraud or
criminal abuse on the part of the bank,
its officers, directors, or principal
shareholders, a bank that has been ac-
cepted under this section may, in the
manner described below, amortize in
its Reports of Condition and Income:

(i) Any loss that the bank would be
required to reflect in its financial
statements for any period between and
including 1984 and 1991.

(ii) Any loss that the bank would be
required to reflect in its financial
statements for any period between and
including 1983 and 1991 resulting from a
reappraisal or sale of agriculturally-re-
lated other property.

(2) Amortization under this section
shall be computed over a period not to
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exceed seven years on a quarterly
straight-line basis commencing in the
first quarter after the loan was or is
charged off so as to be fully amortized
not later than December 31, 1998.

(c) Accounting for amortization. Any
bank which is permitted to amortize
losses in accordance with paragraph (b)
of this section, may restate its capital
and other relevant accounts and ac-
count for future authorized deferrals
and amortizations in accordance with
the instructions to the FFIEC Consoli-
dated Reports of Condition and Income.
Any resulting increase in the capital
account shall be included in primary
capital as per § 208.13 of this part.

(d) Eligibility. A proposal submitted in
accord with paragraph (f) of this sec-
tion shall be accepted, subject to the
conditions described in paragraph (e) of
this section, if the Accepting Official
finds:

(1) The proposing bank is an agricul-
tural bank;

(2) The proposing bank’s current cap-
ital is in need of restoration, but the
bank remains an economically viable,
fundamentally sound institution;

(3) There is no evidence that fraud or
criminal abuse by the bank or its offi-
cers, directors, or principal sharehold-
ers led to significant losses on qualified
agricultural loans or from a re-
appraisal or sale of agriculturally-re-
lated other property; and

(4) The proposing bank has submitted
a capital plan approved by the Accept-
ing Official that will restore its capital
to an acceptable level.

(e) Conditions on acceptance. All ac-
ceptances of proposals shall be subject
to the following conditions:

(1) The bank shall fully adhere to the
approved capital plan and shall obtain
the prior approval of the Accepting Of-
ficial for any modifications to the plan;

(2) With respect to each asset subject
to loss deferral under the program, the
bank shall maintain accounting
records adequate to document the
amount and timing of the deferrals, re-
payments and amortizations;

(3) The financial condition of the
bank shall not deteriorate to the point
where it is no longer a vaible, fun-
damentally sound institution;

(4) The bank agrees to make a rea-
sonable effort, consistent with safe and

sound banking practices, to maintain
in its loan portfolio a percentage of ag-
ricultural loans, including agricultur-
ally-related other property, not lower
than the percentage of such loans in its
loan portfolio on January 1, 1986; and

(5) The bank shall agree to provide
the Accepting Official, upon request,
with such information as the Accepting
Official deems necessary to monitor
the bank’s amortization, its compli-
ance with conditions, and its continued
eligibility.

(f) Submission of proposals. (1) A bank
wishing to amortize losses on qualified
agricultural loans or from reappraisal
or sale of agriculturally-related other
property shall submit a proposal to the
appropriate Accepting Official.

(2) The proposal shall contain the fol-
lowing information:

(i) Name and address of the bank;
(ii) Information establishing that the

bank is located in an area the economy
of which is dependent on agriculture;
the information could consist of a de-
scription of the bank’s location, domi-
nant lines of commerce in its service
area, and any other information the
bank believes will support the conten-
tion that it is located in such an area.

(iii) A copy of the bank’s most recent
Report of Condition and Income;

(iv) If the Report of Condition and In-
come fails to show that at least 25 per-
cent of the bank’s total loans are quali-
fied agricultural loans, the basis upon
which the bank believes that it should
be declared eligible to amortize losses;

(v) A capital plan demonstrating that
the bank will achieve an acceptable
capital level not later than the end of
the bank’s amortization period. The
plan should provide for a realistic im-
provement in the bank’s capital, over
the course of the amortization period,
from earnings retention, capital injec-
tions, or other sources; and include
specific information regarding dividend
levels, compensation to directors, exec-
utive officers and individuals who have
a controlling interest and in turn to
their related interests, and payments
for services or products furnished by
affiliated companies.

(vi) A list of the loans and agricultur-
ally-related other property upon which
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the bank proposes to defer loss includ-
ing for each such loan or property, the
following information:

(A) The name of the borrower, the
amount of the loan that resulted in the
loss, and the amount of the loss;

(B) The date on which the loss was
declared;

(C) The basis upon which the loss re-
sulted from a qualified agricultural
loan;

(vii) A certification by the bank’s
chief executive officer that there is no
evidence that the losses resulted from
fraud or criminal abuse by the bank,
its officers, directors, or principal
shareholders;

(viii) A copy of a resolution by the
bank’s Board of Directors authorizing
submission of the proposal; and

(ix) Such other information as the
Accepting Official may require.

(g) Revocation of eligibility. The fail-
ure to comply with any condition in an
acceptance or with the capital restora-
tion plan is grounds for revocation of
acceptance for loss amortization and
for an administrative action against
the bank under 12 U.S.C. 1818(b). Addi-
tionally, acceptance of a bank for loss
amortization will not foreclose any ad-
ministrative action against the bank
that the Board may deem appropriate.

[Reg. H, 52 FR 42090, Nov. 3, 1987, as amended
at 53 FR 20812, June 7, 1988]

§ 208.16 Reporting requirements for
State member banks subject to the
Securities Exchange Act of 1934.

(a) Filing requirements. Except as oth-
erwise provided in this section, a State
member bank the securities of which
are subject to registration pursuant to
section 12(b) or section 12(g) of the Se-
curities Exchange Act of 1934 (the 1934
Act) (15 U.S.C. 78l (b) and (g)) shall com-
ply with the rules, regulations and
forms adopted by the Securities and
Exchange Commission (Commission)
pursuant to sections 12, 13, 14(a), 14(c),
14(d), 14(f) and 16 of the 1934 Act (15
U.S.C. 78l, 78m, 78n(a), (c), (d), (f) and
78p). The term Commission as used in
those rules and regulations shall with
respect to securities issued by State
member banks be deemed to refer to
the Board unless the context otherwise
requires.

(b) Elections permitted of State member
banks with total assets of $150 million or
less. (1) Notwithstanding paragraph (a)
of this section or the rules and regula-
tions promulgated by the Commission
pursuant to the 1934 Act, a State mem-
ber bank that has total assets of $150
million or less as of the end of its most
recent fiscal year and no foreign offices
may elect to substitute for the finan-
cial statements required by the Com-
mission’s Form 10–Q the balance sheet
and income statement from the quar-
terly report of condition required to be
filed by such bank with the Board
under section 9 of the Federal Reserve
Act (12 U.S.C. 324) (Federal Financial
Institutions Examination Council
Form 033 or 034).

(2) A State member bank may not
elect to file financial statements from
its quarterly report of condition pursu-
ant to paragraph (b)(1) of this section if
the amounts reported for net income,
total assets or total equity capital in
those statements, which are prepared
on the basis of Federal bank regulatory
reporting standards, would differ mate-
rially from such amounts reported in
financial statements prepared in ac-
cordance with generally accepted ac-
counting principles (GAAP).

(3) A State member bank qualifying
for and electing to file financial state-
ments from its quarterly report of con-
dition pursuant to paragraph (b)(1) of
this section in its form 10–Q shall in-
clude earnings per share or net loss per
share data prepared in accordance with
GAAP and disclose any material con-
tingencies as required by Article 10 of
the Commission’s Regulation S–X (15
CFR 210.10–01), in the Management’s
Discussion and Analysis of Financial
Condition and Results of Operations
section of Form 10–Q.

(c) Filing instructions, inspection of
documents, and nondisclosure of certain
information filed. (1) All papers required
to be filed with the Board pursuant to
the 1934 Act or regulations thereunder
shall be submitted to the Division of
Banking Supervision and Regulation,
Board of Governors of the Federal Re-
serve System, 20th Street and Con-
stitution Avenue, NW., Washington, DC
20551. Material may be filed by delivery
to the Board, through the mails, or
otherwise. The date on which papers
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